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The purpose of this paper is to detect the herding effect in Chinese A-share market
and provides some guidance for regulatory authority and the practice of rational in-
vestors. we select the daily transaction data for all the individual stocks and industries,
including return for both market and individual stocks, price earning ratio, price book
ratio and price sales ratio for stocks. In this paper, based on the traditional CH and
CCK models, our innovative research contributes to the existing literature in the fol-
lowing ways: 1. We conducted a comprehensive test of the existence of herd behavior.
2. In the CCK model we test the existence of herding behavior in 13 sectors , taking
consideration of different market conditions, i.e. bull market or bear market. We also
using the method of sorting controlling for the PE, PB and PS ratio of individual firms
to explore the underlying reasons of herding behavior to a deeper extent. 3. Using the
MCMC method to estimate the threshold of herding behavior and provide reasonable
modification for CCK models. 4. Using the multivariate GARCH and CCAPM model,
we design a method of testing herding in a single stock. 5. A lot of statistical tests was
be used to support the empirical results.
The findings are as follows: 1. Under CH method, when the market rose more
than 5.59%, the herd behavior was more evident . Herding rose with the return of
market, the greater and the stronger. When the market fell more than 6.78%, herding
behavor appeared. 2. Using CCK method, we found that there existed an obvious
herding behavior when the market rose or fell and it was more evident when the market
was falling. Research in 13 industries also showed that the existence of herd behavior,
especially in the agriculture and financial sector. After the controlling for the PE ratio,
we found that the herding was increasing with the increasing of PE, which coincides
with our expectations. 3. Using MCMC method, this model estimates the threshold
for different industries and the results indicate that threshold is correlated with herding
effect and high threshold should be supported by stronger herding behavior. 4. The
multi-GARCH and CCAPM method, we found that the model can capture herding
effect which is relatively strong in industries such as agriculture and financial sectors.
5. The use of statistical methods, we have found the strategy which can go beyond
the market, which supported the empirical findings that there was herding in Chinese
A-share market.
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